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1. SUMMARY: THE GOVERNMENT OF PERU HAS CHOSEN THE MEXICAN 
FIRM PROTEXA TO CONSTRUCT THE SPUR LINE LINKING OCCIDENTAL'S 
PERUVIAN FIELDS TO THE PRINCIPAL NORTHERN PERUVIAN PIPELINE. 

THE CONSTRUCTION IS TO BE COMPLETED WITHIN 15 TO 17 MONTHS. 
DECISIVE FACTOR IN SELECTING PROTEXA WAS AVAILABILITY OF 
FINANCING FROM MEXICO. END SUMMARY. 

2. SUPREME DECREE 037-76-EM/DGH OF SEPTEMBER 7, PUBLISHED IN 
"EL PERUANO" OF SEPTEMBER 15, AUTHORIZES PETROPERU TO ENTER 
INTO A CONTRACT WITH THE MEXICAN EIRM CONSTRUCCIONES PROTEXA, 
S. A. D.C.V., FOR THE CONSTRUCTION OF THE NORTHERN FEEDERLINE 
WHICH WILL LINK OCCIDENTAL PETROLEUM'S PERUVIAN OIL 

FIELDS WITH THE MAIN NORTHERN PERU PIPELINE. THE 16" 

FEEDERLINE WILL BE APPROXIMATELY 160 MILES LONG, AND 
PLANS ARE FOR IT TO BE DESIGNED TO TRANSPORT 80,000 BPD 
INITIALLY. THE SPUR LINE WILL CONNECT WITH THE MAIN 
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250 MILES EAST, NORTHEAST OF THE PORT OF BAYOVAR. 

3. ACCORDING TO THE DECREE, THE MULTI-SECTORAL COMMISSION, 

WHICH STUDIED THE THREE ORIGINAL PROPOSALS (THE OTHERS 
WERE FROM PHILIPP BROTHERS/WILLIAMS INTERNATIONAL FROM 
THE U.S. AND TECHINT OF ARGENTINA - SEE LIMA 5581 AND 6681). 
UNANIMOUSLY RECOMMENDED THAT THE CONTRACT BE AWARDED TO 
THE MEXICAN COMPANY INASMUCH AS IT WAS THE MOST ADVANTAGEOUS 
FOR PERU. EMBASSY SOURCES HAVE TOLD US THAT THE MEXICAN 

FIRM WAS SELECTED OVER THE OTHER PARTIES PRIMARILY BECAUSE 
IT WAS ABLE TO OFFER CONSIDERABLY BETTER FINANCIAL TERMS 
THAN THE OTHERS. OF THE ESTIMATED CONSTRUCTION COST OF 
$130 MILLION, PROTEXA, THROUGH THE MEXICAN EXPORT BANK 
FOMEX, WAS ABLE TO PROVIDE $60,000,000 WITH TERMS OF 
8.5 PERCENT AT TEN YEARS, WITH TWO AND ONE-HALF YEARS 
GRACE. TECHINT WAS NOT ABLE TO PUT TOGETHER SUCH A 
LARGE FINANCIAL PACKAGE AND THE MINERAL SALES SCHEME 
OF PHILIPP BROTHERS WAS CONSIDERED "NOT TO BE CONVENIENT 
TO THE COUNTRY'S INTERESTS. " 

4. ALTHOUGH THE ORIGINAL ESTIMATES INDICATED THAT 
CONSTRUCTION OF THE SPUR LINE WOULD TAKE ABOUT TWO YEARS, 
LIMA'S SEPTEMBER 17 NEWSPAPERS STATE THAT THE PETROPERU- 
PROTEXA CONTRACT CALLS FOR COMPLETION OF CONSTRUCTION 

IN 15 TO 17 MONTHS. IF THIS SCHEDULE IS CORRECT AND 
HOLDS, THE SPUR LINE WOULD BE IN OPERATION CLOSE TO THE 
DECEMBER 31, 1977, DEADLINE ESTABLISHED IN PETROPERU'S 
CONTRACT WITH OCCIDENTAL. OXY APPEARS WILLING TO GO 
ALONG WITH ANY MINOR DELAYS IN THE CONSTRUCTION. 

DEAN 
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